intefnal Revenue Service Department of the Treasury

District Director
Person To Contact! R
Telephone ! NG

Refer Reply To: I

CERTIFIED KAIL pate: JAN 18 1930

Dear Applicznil

e have considered your applicstion for recognition of exemptiorn frow
Federzl incoee tex under section 501(c)(3) of ihe Internal Revenve Lode,

You were incorporated on [N . Yovr purpccesr as stated in

your Articles of Incorporztions arel (1) to provide quality housing for
low-inconse residents of the setropolitan arezi (2) to

provide constructiony construction manzgewents contrzcting services and
on-the-job ftrsining to the residential rehabilitation housing sarket in
the H setropolitan arezi and (3) to provide 2 source of

on-going revenve for the

I i @n organization that is exespt fro- Federal incowe tax

under Code section S01{(c)(3),

Your primary activity is to accept construction work assignaents froa
non-profit entities, These non-profit entities include HNNIEIGNGN

I -
1 3nd

All charges for your services are calculated at costs which include
overheadr genessir snd adeinistrztive expenses. There is no evidence within
your financizl informetion that indicates that any af your funds hzve been
veed or will be vsed %o benefiti .

Section 50:1{c){3) of the Internzl Revenve Code provides for the recognition
of exerption of organizations that 2re organized and operated exclusively
for religqicuss charitables scientifics testing for public safetys literary,
or educational purposes: or to fosier nationsl or internationzl amateur
sports competitiony or for the prevention of cruelty to children or
animalss no part of the net earnings of which inures to the bznefit of

any private shareholder or individuals no substantial part of the
activities of which is carrying on propagenda er otheruice ztteapting to
influence legislations and which does not participate or intervene in any
political campaign on behalf of any candidate 7or public office.

Section 1,501(e)(3)-1{2){1) of the Income Tax Regulations provides that
to be exespt 2s an orgsnization described in Code section 501(ci{(3)s an
organization aust be both orgeznized and operated exclusively for one or




sore of the purposes specified in such section. If an organization fails
to reet either the organizational or the operationel testy it is not

exenpte

Section 1.,501(c){3)-1(b:%i) of the Regulations provides that an
organization is not orgenized exclusively for one or more exempl purposes
if its articles expressly empower it to carry ons ctherwise than as an
insubstential part of its activitiess activities which are not in
furtherance of one or pore exexpt purposes. This position is held even
though such orgsnization iss by the terwms of its articless created for

a3 purpose that is no broader thanm the purposes specified in fode section
S04{c)(3). Thusy 2n orgenization that is empovered by its articles *to
engage in 3 canufaciuring business® does not meet the organizational test
regardless uf the fact thaet its articles may state thet such organizetion
is created *for cheritzble purposes within the aseaning of Code section

S01(e)i3 ",

Section 14501(c)(3)-1(c) (1) of the Requlziions provides that an
organizztion will be regarded as operzted exclusively for one or sore of
the exempt purposes specified in Code section 501(c){3) only if it engages
primaerily in activities which accomplish such purposes. An orgenization
#will not be so regarded if more than an insubstantizl part of its
gctivities is not in furtherznce of an exempt purpose.

Revenue Ruling 72-369, 1972-2 C+B.» page 245y provides that an organization
ihel was forned to provide sanagerizl and consuliing services at cost to
unrelated exenpt orgasnizations does not qualify for exexption under Code
section 501(e)(3). This revenve ruling explains that providing wenageriel
and consulting services on a regular basis for a fee is a trade or businecss
erdinarily carried on for a profit, The fact that the organization's
services were provided at cost and soley for exespt organizations was
insufficient to characterize the orgsnization's activities &5 being
charitzble, The orgenization’'s furnishing servees at cost lacked the
donative element necessary to establish that its activiiy was charitable

Your purposesy as stated in your articles of incorporations include
providing constructions construction managementr contracting servicess
and on-the-job training to the residential rehabilitation housing market
in the I :c-iropclitan area. Such 2 ~yrposes constitutes
2 trade or business and is not one of the purposes specified within Code
séction 501(c){(3)s You therefore 2re nol organized exclusively for any
of the exenpt purposes cpecified within Code section 501(c)(3) and you
do not meet the organizational test of this Code section.
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Your prisary asctivity is %o accept construcliion work assignments fros
non-profit entitiess All charges for your services are calculated at cosi:
inclusive of overheads general, and adeinistrative expenses, Providing
consvryction cervices on 3 regqular bacis for a fee is @ trade or business
ordinarily cerried on far profit. The fact that your services are provided
at cost znd solely for non-profit entities is not sufficient to
charicterize your services as being tharitazble. This is so becsuse
furnishing services at cost lacks the donstive elesent necessary to
establish that such services constitvte 2 cheritable activity., You
theretore are operated similarly te the orgenization referred to =above
within Revenue Ruling 72-349s and you do not meet the operstional test of
Code section 501(c)}(3). Furthernores becauvse there is noc evidence within
your financial informsation that your funds have been used or will be uvsed to
benefit or any other orgenizetion that is
exeapt vunder Code sectinn 501(c)(3)s the facts and circusstances indicate
that your receipts will be veed exclusively for conducting 2 trade or
business rather than to provide support to an organization that is exewpt

under Code section 501(c) (3},

Becsuse you are not organized or operated exclusively for one or aore of
the exeapt purposes specified within Ceode cection 501(c)(3)r you do not
quzlify as an erganization that is exeept from Feder2l income tax under
Code section 501(c)(3)s In accordance with this determinztions you are

a8 taxable entity and are required tn file ledersl income tax returns on
Fore 1120. Xf you 6o not accept our findingss we recoswend that you request
38 conference with 3 meaber of our Regional Office of Appeals. Your request
for & conference shevld include 2 written appeal giving the factsy lsu:
and any other inforeation to support your position as explained in the
enclosed Publication B92Z, You will then be contzcted to arrange a date

for a conference, The conference aay be held at the Regional Office ory

if you requests 2t any autuclly convenient Dictrict Offices If we do0 not
hear frow you within 30 days from the date of this letiers this
detervination will become final and 8 copy of this Jeiter will be sent

tz the appropriate state officials it accordance with section 6104(c) of

the Code.

If you do not protest this proposed determination under Code section
501(c){3) in a timely m@nners it will be considered by the Internzl Revenve
Service 3s a failure to exhavst available adasinistrative remedies. Section
7428(b)(2) of the Code states:r in part. that 'A declaratory judgement or

decree under this section shall not be issved in any proceeding vnless
the Tax Courts the Claims Courts or the district court of the United States

for the District of Coluabia detereines that the organizestion involved
has exhausted adeinistrative remedies availcble to it within the Internsl
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Revenuve Service.

Enclosure! Fublication 892

cc! State Attorney Senerz] W

Sincerely yoursy

District Director




